This research examined the effect of market liquidity, inflation, and exchange rates on stock return in Nigerian Stock Exchange market. The researchers used ex-post facto design and employed secondary data subjected to Auto-regressive Distributive Lag (ARDL) bound test method of analysis within the period of twenty-one years. Findings reveal that in the short run, stock turnover, trading volume, exchange, and inflation rates have affected stock return positively and significantly. In the long run, market turnover has a positive effect. However, inflation and exchange rates have affected stock return negatively and significantly. Then, trading volume has a negative but insignificant effect on stock return, which is all at 5% level of significance. The researchers conclude that market liquidity, exchange, and inflation rates affect stock return. Therefore, the researchers recommend demutualization and transparent structures and adaptive method stabilization in exchange rate policies to increase stock market patronage, minimize transaction costs, and mitigate the market uncertainties.
INTRODUCTION
A highly liquid and functional stock exchange market serves as one of the major determinants for economic growth, high productivity, and development. The major issue that investors consider in investment decision in different stock exchange markets across the globe is stock liquidity (the ease of selling the stock immediately after purchasing it, without lowering the price or incurring transaction costs).
The challenges of unpredictable stock return cut across investors in developed, developing, and emerging stock markets. Kahuthu (2017) claimed that most Africa countries stock market returns were unpredictable and declined from the targeted returns due to the illiquid stock of the Africa stock markets. For instance, despite substantial growth in the Nigerian Stock Exchange market, most investors in this market still suffered declined in stock return. It was due to the problem of low liquidity resulting from disparity in bidask spread, high cost of trading, unstable exchange and inflation rates, brokerage commissions, low frequency trading, information and disclosure deficiencies, poor supervision by regulatory authorities, global financial crisis, and political instability (Okoye, Modebe, Taiwo, & Okorie, 2016; Popoola, Ejemeyovwi, Alege, Adu, & Onabote, 2017) . Furthermore, Ariwa, Ani, Onyele, Ekeleme, and Okwuchukwu (2017) stressed that the Nigerian Stock Exchange market lacked the liquidity and efficiency that would ensure availability of long-term funds to users in Nigeria at affordable rates. Various studies outside Nigeria (Akram, 2014; Alnaif, 2014; Amihud, Hameed, Kang, & Zhang, 2015; Assefa & Mollick, 2014; Azar, 2014; Demirgünes, 2016; Kahuthu, 2017; Shammakhi & Mehrabi, 2016) have examined the link between market liquidity and stock return. These studies use firm financial leverage, firm size, and firm profitability as determinants for stock return. However, they fail to consider how systematic risk is associated with macroeconomic variables (exchange rate and inflation rate) in influencing stock return. This serves as variables gap in the studies outside Nigeria.
Then, studies on market liquidity and stock return within Nigeria (Ariwa et al., 2017; Onoh, 2016; Onoh, Ibekwe, Onoh, & Egbo, 2017; Onoh, Ukeje, & Nkama, 2017) do not consider exchange rate and inflation rate as determinant factors for stock return. These studies use market turnover as a measure for stock liquidity. It is a wrong measure of stock liquidity. They wrongly measure market turnover as the ratio of market capitalization to gross domestic product. Studies such as Abdullahi, Lawal, and Etudaiye-Muhtar (2011), Akram (2014) , Assefa and Mollick (2014) , Azar (2014) , and Bala and Hassan (2018) have established that ratio of market capitalization to gross domestic product only depicts stock market size, not market turnover. Therefore, it is inappropriate of those studies in Nigeria to employ the ratio of market capitalization on the gross domestic product to measure market turnover. Hence, this study measure market turnover as a ratio of the value traded on market capitalization and stock traded volume for stock liquidity. This adds the variable measurement gap.
Relatively, Ariwa et al. (2017) , Onoh (2016) , Onoh et al. (2017a), and Onoh et al. (2017b) suggested that stock return were unpredictable and declined in the Nigerian Stock Exchange market. It was due to the persistent problems of low-frequency trading, high cost of trading, unstable exchange and inflation rates, brokerage commissions, information and disclosure deficiencies, poor supervision by regulatory authorities, global financial crisis, and political instability. Based on these problems as mentioned earlier and gaps identified in the past studies within and outside Nigeria, it motivates this current study to examine the effect of market liquidity, exchange rate and inflation rate on stock return of the Nigerian Stock Exchange market.
This study is built upon Arbitrage Pricing Theory (APT) developed by Ross (1976b) . Ross (1976a) addressed the concern and shortcoming of Capital Asset Pricing Model (CAPM). The APT presents stock pricing model linking expected returns to risk. The model relies on three key prepositions. First, the security return can be described by a factor model. Second, there are sufficient securities to diversify away from the idiosyncratic risk. Third, well-functioning security markets do not allow the persistence of arbitrage opportunities. The model involves identifying macroeconomic variables which influence stock risks and returns.
The application of APT enables investors to relax the restrictions associated with CAPM. Consequently, greater freedom is achieved in the development of the model that explains expected return. In APT, the correlation between an asset and the risk factors associated with it is used to predict its returns. This is achieved by combining exogenous macroeconomic variables in a linear manner (Zaheer & Rashid, 2014) . It is worth noting that several macroeconomic factors determine the returns of an asset. Hence, it is upon the stock analyst to select the factors to focus on. According to Alnaif (2014) , factor analysis is the widely used method for determining the main factors that influence asset returns in both international and domestic markets. The APT negates the premise that everyone can access a portfolio in satisfying his or her investment needs and suggests a model that explains the drivers of returns.
APT assumes that rational investor holds a welldiversified portfolio. It is only systematic risk the APT takes care of. Consequently, investors are expected to price these factors precisely. In a nutshell, investors who purchase assets which are exposed to these risks expect to be compensated for investing in the assets by the expected returns. In this regard, a factor beta is used to measure an asset's exposure to risks. The following related studies such as Abdullahi (2011), Abdullahi et al. (2011) , Assefa and Mollick (2014) , Azar (2014) and Bala and Hassan (2018) are built upon this theory.
Stock market liquidity and macroeconomic volatility have been critical issues to the determination of stock market returns on investment in developed, developing, and emerging stock exchange markets. The illiquidity, unstable inflation, and exchange rates volatilities in Nigerian Stock Exchange market have resulted in the loss in investors' confidence, low stock market patronage, and declined in stock return. Based on the importance of stock liquidity across stock markets in any economies, this research investigates the effect of market liquidity on stock return in the Nigerian Stock Exchange. The levels of stock market liquidity, exchange, and inflation rates volatilities of an economy determine stock market returns.
METHODS
This research adopts ex-post facto research design by relying on a secondary source as the data. The researchers focus on the effect of market liquidity on stock return in the Nigerian Stock Exchange market within 21 years between 1998 and July 2018. Stock market liquidity represents the independent variable measured by stock turnover. Then, the stock return is the dependent variable while exchange rate and inflation rate served as the control variable.
This research uses Auto-regressive Distributive Lag (ARDL) bound test to model the short run and long run effect of market liquidity on stock return of Nigerian Stock Exchange market. The method is adopted for three reasons. First, the bound test is a simple technique that allows the co-integration relationship to be estimated by Ordinary Least Square (OLS) after the lag order of the model is identified. Second, adopting the bound testing method means that pre-test such as unit root is not required. It is because the regressors can be I(0), purely I(1), or mutually co-integrated. Third, the long-run and short run parameters of the models can be simultaneously estimated (Haug, 2002) .
The functional model in this research is adapted from Kahuthu (2017) who examined the effect of stock market liquidity on stock return in Kenya. The study variables are also based on APT by Ross (1976b) . It links the cost of market liquidity and macroeconomic factors with stock return. Therefore, the model specification of Kahuthu (2017) is:
Where, R ASIt = Stock return B St = Bid-ask spread T Rt = Turnover rate U t = Error term
This model is modified to suit the objectives of this study and in line with APT of Ross (1976a Ross ( , 1976b which argued that market width as a dimension of liquidity risk and macroeconomic factors were related to stock return. This study controls macroeconomic variables that determine stock return with foreign exchange and inflation rates. This is in line with APT theory and study of Bala and Hassan (2018) . Therefore, the model is modified to:
In this research, stock turnover is comprised of market turnover and trade volume. It is depicted in Equation (4).
Where; R ASIt = All share index proxied for stock return (ASI t -ASI t-1 / ASIt-1) The modify model is extended to ARDL bound test model to adjust with the feature of the study variables. The ARDL model specifications of the determinant of stock return (All Share Index (ASI)) is:
Where, K = lag length for the Unrestricted Error-Correction Model (UECM) Δ = first differencing operator ε = white noise disturbance error term
The co-integrating long-run relationship is estimated using the specification in Equation (6).
Then, the short-run dynamic model is specified as: (7) Where, εct (t-1) = the error correction term lagged for one period γ = the coefficient for measuring the speed of adjustment in Equation (5) Based on extant literature review, the aprior expectations for the study variables are; ∂ 1 , ∂ 2 , ∂ 3 > 0; ∂ 4 , ∂ 5 < 0
RESULTS AND DISCUSSIONS
The result in Table 1 of the preliminary statistics shows that the skewness and kurtosis indicate that the data relating to each variable are normally distributed. These values are within the cut point of -3,0 to 3,0. The researchers find that the parametric statistical analysis is appropriate for this study. The probability of Jarque-Bera statistics is not significant at 5% level of significance for all the variables. Therefore, the variables are normally distributed. Table 3 reveal the summary of the unit roots results. From both ADF and PP results, some of the variables (TVO, FER, and INF) are integrated at I(1). Meanwhile, others like ASI and MTO are integrated at I(0) at the absolute term of Mackinnon critical value at 5% level of significance. Since there is a mixed order of integration, it needs to employ the ARDL method to investigate the co-integration properties and dynamic effect among the variables. The asterisk in Table 2 and Table 3 show that ASI and MTO are stationary at level i.e I(0). Meanwhile, TVO, FER and INF are stationary at first difference I(1). Table 4 examines the existence of multicollinearity among the variables. The correlation coefficient is less than 0,5 for all the variables measured. It shows that there is no existence of multicollinearity among the variables. Furthermore, the result of the Variance Inflation Factor (VIF) shows that the values of 2,67, 1,76, 1,82, 1,13, and 2,90 for MTO, TVO, ER, INF, and ASI respectively are less than 5. Therefore, there is no problem of multicollinearity in the model. The result of the ARDL in Table 5 shows that MTO in two periods lag has a positive and significant effect on ASI at 5% level of significance. Moreover, ER and INF in two periods lag have a negative and significant effect on ASI except for TVO that is insignificant at 5% level of significance. The MTO is significant at 5% level of significance with a positive coefficient of 0,21112. It implies that for every 1% change in MTO, ASI will increase by 2,1%. It indicates that MTO significantly affects stock return in the Nigerian Stock Exchange market at 5% level of significance. This finding is in line with Leirvik, Fiskerstrand, and Fjellvikås, (2017) , Kganyago and Gumbo (2015) , Shammakhi and Mehrabi (2016) , Onoh (2016) , Onoh et al. (2017a) , Kahuthu (2017) , Kudryavtsev (2017) . They agreed that MTO had a positive and significant effect on stock return. Meanwhile, Udoka, Nya, and Bassey (2018) and Shammakhi and Mehrabi (2016) had different findings.
Conversely, TVO as one the measure of stock liquidity shows the opposite effect but insignificant on ASI with a negative coefficient of -0,006264. It implies that for every 1% change in TVO, ASI will decrease by 0,6%. It shows that TVO does not significantly affect stock return in the Nigerian Stock Exchange market at 5% level of significance. This finding is consistent with the Akram (2014), Amihud et al. (2015) , Assefa and Mollick (2014) , Azar (2014) , Demirgünes (2016) and Ariwa et al. (2017) but it is not in line with Shammakhi and Mehrabi (2016) , Onoh (2016) , Onoh et al. (2017a) , Kahuthu (2017) and Kudryavtsev (2017) .
Moreover, ER and INF have a negative and significant effect on ASI at 5% level of significance. It indicates that ER and INF reduce the value of stock return. These findings are consistent with John (2019) and Jepkemei (2017) . However, it is not in line with Kolapo, Oke, and Olaniyan (2018) . In addition, the finding shows that short run and long run effect exist among the variables. The finding is consistent with APT that systematic macroeconomic risks and stock liquidity cost determine stock market returns.
Furthermore, the value of adjusted R2 explains that 53% of the variation in ASI is explained by the independent variables used in the model. The value of F-statistics for the model is statistically significant at 5% level of significance. Therefore, the model used is considered to be fit since the Prob. (F-statistic) is less than 5% level of significance. Moreover, the value of Durbin Watson (DW) is 1,92 approximately 2,0 for the model. It shows evidence of no serial correlation. LnMTO (-2) 0,211312 0,075020 2,816731 0,0051
LnTVO(-1) 0,252341 0,024511 0,874532 0,2453
LnTVO(-2) -0,006264 0,075006 -0,083512 0,9335
LnER(-1) -0,000539 0,001582 -0,340951 0,7390
LnER(-2) -0,213025 0,053421 -3,987677 0,0001
LnINF(-1) -6,223775 2,335942 -2,664353 0,0081
LnINF(-2) -0,753021 0,036121 -3,987677 0,0341 The result of ARDL bound test in Table 6 shows that there are long run relationships between the variables. Since the F-statistics is greater than the upper bound of Pesaran critical value (3,77, 4,35, 4,89, and 5,61) , it implies that there is a significant long run relationship among the variables. From the ARDL bounds test output, F-statistics is more in the upper bound value (12,703629 > 4,35) at 5% level of significance. Therefore, the variables can be said to move in the same direction in the long run.
The error correction factor measures the speed of adjustment from short run disequilibrium to the long run path. The value of the error correction term is -0,418 (41,8%). It satisfies the negativity condition of the framework. The validity is also confirmed by its statistical significance at 5% (t statistics = -3,652718 < 0,0084 or P-value of 0,0211 < 0,05). Therefore, the rate at which short disequilibrium is corrected to the long period is approximately 42%. It also shows that all the variables are statistically significant as their respective t-statistics and their probability values are less than 0,05 except TVO (number of stock dealing). The result can be seen in Table 7 .
The outcome of the serial correlation, normality, and heteroscedasticity tests are presented in Table 8 .
The results indicate that the model passes all the tests. It implies that it has a correct functional form. Its residuals are serially uncorrelated and normally distributed. This conclusion is from the P-values of the diagnostic tests. 
CONCLUSIONS
This research concludes that stock turnover positively and significantly influences stock return. Meanwhile, trade volume, exchange rate, and inflation rate affect stock return in Nigerian Stock Exchange market negatively. Empirical studies on market liquidity and stock return provide evidence of the link between the two variables. Nevertheless, most of the studies on market liquidity in developed countries have used bid-ask spread as the measure for market liquidity. Several literatures have established that apart from bid-ask spread, stock turnover and trade volume can also be variables for measurement of market liquidity, especially in developing and emerging stock market, which most past studies ignore. Similarly, it seems that past studies on market liquidity and returns do not use inflation and foreign exchange rates as control variables influencing stock return in Nigeria in which this current study includes as the control variables.
This research focuses on Nigerian Stock Exchange market among other developing, and emerging stock exchange market thereby limits the findings and conclusion only on Nigerian Stock Exchange market. It cannot be generalized to cover other developing and emerging stock market. This study does not use all the variables measuring stock liquidity because of the nature of the Nigerian Stock Exchange market. Based on the findings and conclusion, the study suggested the following policy recommendations. First, Nigerian Stock Exchange market regulators should implement stock market policies such as demutualization structure and transparent policy. It will increase stock market patronage and minimize transaction costs and uncertainty in the market to encourage upturn in stock turnover, which increases stock return. Second, it is suggested that the stock investors adopt trading volume based criterion in their investment decision to enable an increase of higher returns on their investment. Third, there is a need for stock market regulators to loose some stringent registration and operating procedures to enable more investors and organizations to participate fully in the market. Fourth, Central bank of Nigeria should employ deflationary fiscal and monetary policies to manage inflation and avoid higher rates of inflation that may reduce the value of stock return in Nigerian Stock Exchange market. Fifth, Central bank of Nigeria should also employ adaptive method stabilization in exchange rate policy to achieve exchange rate stability.
Moreover, further research should be carried out on comparative studies among developing and emerging stock market on market liquidity and returns. Similarly, further study should include other variables like Amivest liquidity measure, Amihud illiquidity measure, price impact measure of liquidity, and return to a volume measure of liquidity depending on the characteristics of their stock market.
ACKNOWLEDGEMENT
I appreciate the unquantifiable effort of my supervisor, Dr. I. B. Abdullahi (An Associate Professor of Finance), who adviced and mentored me on this research.
